Strategy and financial and
capital structure targets

(For an extended introduction to the Vestas strategy,
please refer to the Annual report 2017.)

Vestas’ strategy —the route to continuing leadership
in sustainable energy

The decarbonisation of the energy sector is underway,
and estimates show that renewable energy will dominate
future power generation. Wind energy is becoming a
mainstream source of energy, and the long-term outlook
for renewable energy creates multiple opportunities for
the wind energy sector.

Vestas remains committed to its vision to be the global
leader in sustainable energy solutions. Wind power will
remain the core of Vestas’ offerings, but at the same time
the company envisions that a broadened focus on
sustainable energy solutions will enlarge the wind turbine
market, enable new revenue streams, and expand
Vestas’ presence in the market. In 2017, Vestas show-
cased what future sustainable energy solutions would
look like by combining wind, solar, and battery energy
storage in the world’s first utility-scale on-grid hybrid
project.

To support its overall vision, Vestas remains dedicated
to its four strategic objectives of being the global leader
in the wind power plant solutions market and global
leader in the wind power service market, while delivering
the lowest cost of energy solutions and best-in-class
global operations.

Strategic objectives

The strategy towards 2020 continues to revolve around
the four strategic objectives that enable realising Vestas’
vision:

e Global leader in the wind power plant solutions
market

e Global leader in the wind power service solutions
market

e Lowest cost of energy solutions

e Best-in-class global operations

For each of the strategic objectives, Vestas has set clear
targets and defined a sub-set of strategic enablers to
drive its organisation forward. Below, Vestas’ high-level
ambitions and selected strategic enablers tied to the four
strategic objectives are outlined.

1. Global leader in the wind power plant solutions
market

Vestas’ ambition is to grow faster than the market to
uphold its global leadership position in wind power, while
delivering industry-leading margins. To achieve this,
Vestas will continue to focus on profitable growth in
mature and emerging markets, partnering more closely
with customers on project origination and collaborating
to develop fully optimised solutions. Furthermore, Vestas
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will continuously focus on transforming its commercial
capabilities to support a gradual transition of its offerings
and enable customers to win in auctions and other
competitive tendering schemes.

2. Global leader in the service solutions market
Vestas’ ambition is to organically grow its service
business by more than 50 percent towards 2020 versus
2016 revenue, while also delivering best-in-class
margins. To achieve this, Vestas will continue to fast-
track its multibrand business, further develop its digital
service offerings, and lower costs through an end-to-end
value chain optimisation logic.

3. Lowest cost of energy solutions

Vestas’ ambition is to reduce levelised cost of energy
faster than market average. By doing so, Vestas aims to
provide its customers with the highest returns on
investment in the industry. Vestas’ investments in hew
technology are the largest in the industry. Going forward,
it is Vestas’ ambition to sustain leadership in R&D
investments in order to support an industry-leading
portfolio of sustainable energy solutions. Furthermore,
Vestas will increase focus on accelerating cost
reductions through an end-to-end value chain focus.

4. Best-in-class global operations

Vestas’ ambition is to have the most flexible and lowest
cost of operations within the industry. Vestas’ size and
subsequent scale provide a competitive foundation for
lowering costs at every stage of the value chain. To fully
leverage its scale, Vestas will continuously optimise its
production footprint and level of outsourcing to further
improve flexibility, labour cost efficiency, and capital
expenditure. Finally, working capital management
remains a high priority for Vestas. Consequently, the
company's focus remains on improving the cash
conversion cycle and improving working capital.

As the industry is currently going through a transition,
during which new opportunities will emerge, Vestas also
needs to continually change and expand its ambitions.

Looking ahead to 2020, three key themes span across
Vestas’ strategic targets:

e Raising the bar — Vestas will set more ambitious
targets to push the company to stay ahead of
competition

e Refining initiatives — Expanding Vestas’ strategic
enablers to reflect new market realities

e Accelerating execution — Accelerating execution of
new and existing enablers to deliver on the targets

Financial and capital structure targets and priorities
Vestas’ financial and capital structure targets, as well as
related dividend policy, link to the strategic aspirations of
the company. Financial stability and structural strength
of the balance sheet remain key priorities for the
company. Both the Board of Directors as well as
Executive Management believe that strong financial
performance and stability are prerequisites for delivering
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excellent commercial results, and therefore adopt a
conservative approach to the structure of the company’s
balance sheet, whilst at the same time ensuring that
management focuses on delivering strong financial
results.

Long-term financial ambitions

Vestas envisions market conditions which in the long
term will reflect wind power having achieved merchant
levels in the vast majority of markets. The wind industry
is undergoing a transition towards a more mature,
unsubsidised renewable energy industry. This transition
leads to a highly competitive market and will likely drive
a further consolidation in the industry. Beyond the
transition, a matured market for wind energy creates
opportunities for Vestas to leverage and strengthen its
leadership position.

Within this context, Vestas aims to grow faster than the
market and be the market leader in revenue, to achieve
an EBIT margin of at least 10 percent and to generate a
double-digit return on invested capital (ROIC) each year
over the cycle. Vestas expects to be able to finance its
own growth and hence the free cash flow is expected to
be positive each financial year.

During the transition, revenue in the Service business is
expected to grow organically by at least 10 percent
annually, with stable EBIT margins compared to 2017.

Capital structure targets

As a player in a market where projects, customers, and
wind turbine investors become larger, Vestas aims to be
a strong financial counterpart. In line with the prudent
balance sheet approach, the target for the net
debt/EBITDA ratio remains unchanged at below 1 at any
point in the cycle. In addition, the target is a solvency
ratio of minimum 25 percent by the end of each financial
year.
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Dividend policy and priorities for excess cash
allocation

Any decision to distribute cash to shareholders will be
taken in appropriate consideration of capital structure
targets and availability of excess cash. Determining
excess cash will be based on the company’s growth
plans and liquidity requirements, thus securing adequate
flexibility to invest in Vestas’ strategy, Profitable Growth
for Vestas.

The general intention of the Board of Directors is to
recommend a dividend of 25-30 percent of the net result
of the year after tax.

In addition, Vestas may from time to time supplement
with share buy-back programmes in order to adjust the
capital structure. Such share buy-backs, if any, will likely
be initiated in the second half of the year based on
realised performance.

In years without major extraordinary investments, the
total distribution to shareholders through dividends and
share buy-backs may constitute the majority of the free
cash flow.
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